





[Question] Didn't the Basque Country's pioneer industrialists set 
up huge firms without much foresight? 


[Answer] People make right and wrong decisions. The point is that 

if there had not been this traumatic situation of ongoing conflict, 

all of the companies would not have deteriorated and would have made 
plans for changes in a more deliberate manner. But when problems 

are created for a company every day, when it suffers from disinvestment 
and 1s short of money and when the people running it always have 

their minds on other matters, then the machine falls apart. 


[Question] When would you Say that the reconversion should have 
begun? 


[Answer] Spain needed an industrial reconversion. Unlike in the 

United States or in other European countries, our companies should 

have pursued a policy of renovation and adaptation to crisis-plagued 
markets and should have had greater labor flexibility, because if 
companies have to deal with labor constraints and have just a few, 
low-demand markets, then their economic problems are enormous. Under 

the circumstances, the government had to order a reconversion here 

at a given point and also had to provide the instruments needed to 
rebuild the troubled sectors. It should have been done on a daily 

basis. For example, General Motors has not been given a single reconversion 
decree, and if you look at the firm 20 years ago and then today, 

you will see that it has been reconverting every year. This has 

not happened here. The time came when the deterioration was so extensive 
that practically only the governmeiit could undertake the reconversion, 
because not even private enterprise had the money to do it. 


[Question] How is entry into the Common Market going to affect the 
Basque Country? 


[Answer] The Basque economy is basically industrial, unlike other 
regions in which the sectors are more balanced. Membership in the 
EEC is not a bad thing. The only thing that we have to ask is that 
the guidelines not be purely political, because then it would be 
disastrous. The talks are going to be very tough with the Community, 
which has big problems of its own, and they are going to be very 
tough with France in particular. Joining the Community no matter 
what the price is not worth it. We have to join the Community with 
long enough lead times, with enough years before full-fledged member- 
ship so that our industry can adapt. We must not try to join too 
fast in the industrial sector because we will find that our industries 
are unable to compete and that we will be giving away markets to 

the EEC, and in contrast negotiate long lead times for agriculture. 


[Question] Are there any links between the employers association 
that is close to the PNV and the employers group that is close to 
the CEOE [Spanish Confederation of Busi~ ss Organizations |? 

















[Answer] There were clear-cut attempts to control the employers 
association and more or less make it do what a certain political 

party wanted. I always opposed that approach because I think that 
business must be independent, even though I have been told that at 
times I too have played politics with the employers association because 
I took conservative stands. But an employers association that does 

not back conservative policies is inconceivable here and in any other 
country. There was a proposal to have the Basque employers association 
back the ideology of the Nationalist Party, and the party made major 
exceptions to somehow get its men in there. 
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KCONOMIC TURKEY 


POSSIBLE PUBLIC SALE OF SPECIFIED BANK STOCK 
Istanbul CUMHURIYET in Turkish 14 Nov 84 pg 


[Text] Ankara--It has been learned that work is under way to sell shares of 
state-owned banks to the public within the framework of the decision to sell 
the stock of state-owned corporations to the public. 


Responding to questions by the Ankara News Agency on the issue, Prime Minister 
Turgut Ozal said: 


"It is possible. Why not? When we talk about transferable public banks, 
naturally we do not mean the principal ones such as the Agricultural Bank and 
the Housing Credit Bank. These would be rather secondary banks, such as the 
Anatolia Bank and parts of certain public corporations which perform banking 
functions. Of course, the Endowments Bank, which has special status, will also 
be excluded from this sale." 


In response to a question about the prospects of merging the small banking 
Operations of certain public corporations with the State Investment Bank, Prime 
Minister Ozal said: "I have never thought about it." 


It was also disclosed that work in connection with Turkish Airways, which is 
going to be the first public corporation to go on sale, will take more time 
than expected. Speaking about the issue, Prime Minister Ozal said: "The sale 
of Turkish Airways shares will go into effect in 1985." Stating that the exact 
date the sale will begin cannot be determined at this time, Ozal said: "The 
issue is still under study. Of course, the first one is always the most 
difficult. Once we begin the rest will follow smoothly." 


Meanwhile, it was also learned that while putting shares of public corporations 
on sale the government will keep a certain portion in its possession. While 
the government is inclined to keep less than 51 percent of the shares, no one 
has been willing to give definite figures on this issue. 


It has also been disclosed that in order to alleviate contradictions that the 
proposed sale of stock may cause in the status of public corporations as 
published in the Official Gazette, the necessary changes will be made in the 
provisions of the pertinent laws during the discussion of the issue in the 
National Assembly. 
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ECONOMIC TURKEY 


WHOLESALE PRICE HIKES EXCEED TWO-PERCENT LIMIT 
Istanbul CUMHURIYET in Turkish 14 Nov 84 p 9 


[Text] The government, which had pinned its hopes to curb inflation on the last 
quarter of the year, has lost the first round. The government was hoping to 
limit the rate of price hikes to 2 percent a month and thus to reduce the 
inflation rate to 25 percent by the end of 1984, but price increases in October 
have overshadowed this goal. It is believed that the said limit will be 
exceeded in the remaining 2 months of the year as well. 


Almost all price indexes for October have been published. The indexes show 
that price increases have accelerated compared to the corresponding month of 
last year and that they are more than 2 percent. Figures compiled by the 
Undersecretariat of the Treasury and Foreign Trade indicate that wholesale 
prices rose by 2.5 percent in October, the same as in October 1983, while the 
State Statistics Institute index shows that they rose by 3.3 percent. It is 
thus seen that the 2-percent limit has been exceeded in wholesale prices. 


A similar trend is observed in retail prices which have been breaking the back 
of the consumers. Retail price increases in October are generally higher than 
those in wholesale prices. 


Except for figures compiled by the Istanbul Chamber of Commerce--which show a 
rise of 2 percent in retail prices-~all indexes indicate that retail prices 
rose by 3 to 4.5 percent in October. Nevertheless, the rate of consumer price 
hikes has slowed down compared to the October of last year. As is known, 
prices began "gathering momentum" in the last quarter of 1983. 


The government is "hopeful" about the last two months of this year in view of 
the fact that prices rose very rapidly in last two months of last year. It is 
this hope that is largely reflected in statements by government officials to 
the effect that "price increases will slow down in the last quarter." For 
example, according to the price index of the Undersecretariat of the Treasury 
and Foreign Trade, wholesale prices rose by as much as 4.7 percent in November 
1983 and 5.6 percent in December 1983. Prices are not expected to rise as much 
in the corresponding months of this year. 


It is nevertheless believed that it will be very hard to limit average price 
hikes to 2 percent in the last 2 nonths of the year. In addition to the upward 
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pressure exerted by the money supply--which is currently at the trillion-lira 
level--the prospective enactment of the Value Added Tax Law in the coining 
months is expected to have an adverse effect on prices. The general impression 
in the market is that preparations for the Value Added Tax will lead to 
"psychological" price hikes in December. There is a prevailing concern that if 
such a development cannot be prevented price increases will exceed even last 
year's levels. 
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Source: Wholesale Goods Price Index of the Undersecretariat of the Treasury and 
Foreign Trade 
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ENERGY NORWAY 


STATOIL WANTS TO TAKE OVER STATFJORD FIELD 
Oslo ARBEIDERBLADET in Norwegian 24 Oct 84 p 6 
[Article by Asgaut Naess, Labor Press: '"'Statoil Must Take Over'"] 


[Text] Stavanger: "Next year Statfjord will provide 90 percent of Statoil's 
income. For this reason it is not very satisfactory that Statoil's economic 
backbone is based on an oil field of which another company is the operator," 
said Karl Sigurd Arland of the Norwegian Oil and Petrochemical Federation 
(NOPEF) after the meeting between Statoil employees and Prime Minister K&re 
Willoch on Tuesday. 


Xrland believes it will be an advantage both for Statoil and Mobil employees 
if Statoil gets to take over the responsibility of operator. "A takeover 
will also strengthen the trades. We will get a larger, more varied and 
exciting job market. In Statoil employees have real influence, since the 
company follows ordinary Norwegian rules of the game," Arland believes. 


"A takeover of the operator's responsibility will also contribute to breaking 
down the division between sea and land," Arland claimed, and pointed out the 
fact that such a division is strange for a seafaring nation like Norway. 


Arland reported that there has been a meeting with the Statfjord workers 
association, at which Statoil offered anyone who wishes, to begin in the 
State oil company with a possible takeover. The Mobil employees ashore 

have also received such an offer, it was said. 
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ENERGY NORWAY 


LABOR PARTY PAPER DEFENDS STATOIL TAKEOVER OF STATFJORD 
Oslo ARBEIDERBLADET in Norwegian 25 Oct 84 p 4 
[Editorial: "Statoil Must Take Over"] 


[Text] In spite of the fact that there is a clear majority in the Storting 
which wants Statoil to take over the operator's responsibility in the 
Statfjord field after Mobil, the government continues to delay the matter. 
Oil and Energy Minister Kare Kristiansen does not have the ability to cut 
through. There is reason to assume that it is particularly Prime Minister 
Kare Willoch and certain other Conservative cabinet ministers who want to 
keep Statoil on the rack in this way. New opportunities to maintain Mobil as 
operator are continuously sought after. In our opinion this is an operation 
which does not serve Norwegian national interests. 


When Prime Minister Kare Willoch earlier this week visited Statoil in 
Stavanger, he got to learn clearly what the employees think about the matter. 
They are tired of the way the government is treating the employees and Stat- 
oil's leadership. Right from the first day after the change in government in 
1981, the Willoch government has conducted a kind of punishment exercise 
against the State oil company. 


As far as the Statfjord field is concerned, it was part of the rights terms 
when Mobil got the responsibility of operator in 1973 that Statoil would have 
the option to take over 10 years after the field had become productive. This 
is a quite normal rights stipulation, and both for Statoil and most others 

it has almost been a matter of course that the relinquishment should also take 
place in practice. Gro Harlem Brundtland's government in fact took the 
necessary measures in the fall of 1981. To the great surprise of many, the 
Willoch government had hardly had time to properly move into the government 
buildings before the resolution was withdrawn. Later we were witnesses to 
repeated delays, excuses, etc., etc. The latest is a report from the Oil 
Directorate which is now being used to put a monkey wrench in the works. 
Although this report is critical of Statoil's competence, we do not see any 
reason to attach decisive significance to it. It has been asserted from 
several quarters that there is no consistency between the report's contents 
and the conclusions which are drawn. ; 


Oil means money--lots of money. The money is earned not just by sales alone. 
For oil companies it is also decisive to be able to build up competence, 
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develop experts and secure their own research. It is precisely such things 
which give the operator at a field like Statfjord big advantages. After all, 
it is a question of the biggest oil and gas field on the Norwegian continental 
shelf. The field will by itself gain enormous influence on the Norwegian 
economy in the years to come, and thereby also be an important factor in the 
development of Norwegian society. It is incomprehensible for us all not to 
see that this should grant maximum Norwegian control and supervision. It is 
most incomprehensible if there is not a sufficient breakthrough for such a 
viewpoint in the Norwegian government. 


It is no more than natural that Mobil is fighting for its own. Some of the 
means, including announcing in advance a lacking will to cooperate in a 
necessary transition period, we think are unacceptable. 1t is also not 
necessary for the government to accept them. If Mobil does not want to follow 
the conditions which have been the basis since 1973, the government ought to 
tell the company that it also does not have any future with respect to Nor- 
wegian oil and gas resources. 


8985 
CSO: 3639/24 


99 

















ENERGY NORWAY 


ECONOMIST CLAIMS STATOIL PRICE CUT WAS MISTAKE 
Oslo ARBEIDERBLADET in Norwegian 24 Oct 84 p 6 
[Article by Ivar Hippe: "'Statoil Panicked'"] 


[Text] "It seems as though Statoil panicked and for this reason acted too 
quickly when they cut oil prices. To an outsider it seems that Statoil's 
course of action was unfortunate." It is Oil Economics Docent $ystein Noreng 
at the Business Economics Institute who delivers this powerful salvo against 
Statoil. He characterizes Statoil's price cut as unsolidary and reminds us 
that Norway has been dependent on OPEC's work for the stabilization of oil 


prices. 


dystein Noreng, who has written several books on the oil business and is re- 
garded as a "friend cf Statoil," expresses to ARBEIDERBLADET critical views 
of Statoil's course of action in the price cut: 


"It seems as though Statoil panicked and acted too quickly. If Statoil's 
decision regarding the price discount had been followed up by the OPEC coun- 
tries, the State company would soon be in exactly the same situation as before 
the price cut," he says. 


Not the Size 


The decisive thing for Noreng is not the size of the price cut; its form is 
just as important. 


"In reality, Statoil did not carry out any big price cut. The important thing 
is that they did not maintain the illusion that Statoil is still maintaining 
the nominal contract price, such as the British oil company, for example, 
managed to do. To an outsider it is difficult to understand that Statoil 
could not have done as its British colleagues, who introduced discounts but 

at the same time maintained the illusion of an unchanged contract price," he 
Says. 


Noreng also has a critical attitude toward whether Statoil notified the 
Norwegian authorities to a satisfactory extent regarding such an important 
decision: 
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"To an outsider Statoil's course of action seems unfortunate," he says, but 
recalls at the same time that the State in Norway did not have responsibility 
for the pricing and sale of petroleum products. Noreng says that this 
arrangement was introduced in order to protect the State from political 
pressure. 


"However, abroad Statoil is regarded as the extended arm of the State. In 
other countries companies have to consult the State before important price 
decisions. This is presumably also the case in Great Britain. When, then, 
the Norwegian State oil company sets a price which results in shakeups in 

the petroleum and other raw materials markets at the stock exchange and 
results in a drop in the rate of exchange for the pound, then this act is 
perceived as a foreign policy decision,” he says, and adds that serious in- 
quiries have come from abroad as to whether this was Norway's revenge against 
Great Britain's no to the Sleipner gas. 


[Question] What consequences should the latest events have? 


[Answer] "It is an open question whether Statoil was conscious of the inter- 
national consequences. If this is taken into consideration, I think Statoil 
should have consulted the government." 


"The events of recent weeks show that the oil policy is too important to 

be entrusted just to the companies--also when it is a question of a State 
company. On the other hand, it would be problematic if the government were to 
be directly involved in the regulation of prices. This would open the door 

to far greater political pressure. At the sane time, the division of State 
oil involvement into a Statoil part and a State part entails the fact that the 
government becomes more directly involved both in oil production and the 
market ,'' he says, and reminds us of the fact that Norwegian companies, re- 
gardless, must have greater participation in the distribution and marketing 

of their petroleum products abroad. 


"Other oil-producing countries are involved to a greater extent in distribu- 
tion abroad. Norway must follow suit; if not, it can become costly to sell 
our petroleum products." 


[Question] Do you think there is now danger of price anarchy in the market? 


[Answer] "Norway more than any other country needs stable high oil prices. 
Norway is a small high-cost producer of oil, which has very much to lose by 
anarchy in the market. It is a question whether Norway ought not to contri- 
bute to stabilization of the market through better control of production. Our 
financial situation makes it so that we together with Kuwait have big oppor- 
tunities to contribute to such a direction." 


"Norway has historically reaped great advantages from OPEC's ability to raise 
oil prices. We will also be dependent on this in the future. It is poorly 
solidary of Norway, as one of the richest oil-producing countries, not to con- 
tribute to stabilizing the market," @ystein Noreng says, who points out that 
the recent events should be thought provoking for all political camps: 
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"For the socialists with their faith in State business involvement in oil, 
it must be thought provoking that the State company has perhaps made a 
blunder. For the non-socialists it must be thought provoking that there 
probably is a need for more direct State control." 
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ENERGY NORWAY 


PRIME MINISTER DEFENDS RECENT OIL PRICE CUT 
Oslo ARBEIDERBLADET in Norwegian 24 Oct 84 p 6 
[Article by Asgaut Naess, Labor Press: "'Statoil Must Follow Price Course'"] 


[Text] Stavanger: "Statoil's price reduction for oil was totally in 
accordance with tic guidelines. Statoil must have an opportunity to follow 
price developments; we cannot risk the company's sitting with its products 
unsold." It was Prime Minister K&re Willoch who said this at a press con- 
ference on Tuesday after he visited Statoil's headquarters at Forus near 
Stavanger. 


"Unfortunately, the price cut was perceived in several places as though Norway 
had taken over as the price leader in the oil market. We talked over the 
price policy today, and it is not desirable to be the price leader as far as 
Norway is concerned. Therefore, it is important in future price changes to 
put much effort into avoiding misunderstandings," Willoch said. 


To the question of whether it could become a question of the government's 
complying with any desire from OPEC to reduce oil production, the prime mini- 
ster answered that Norway has no authority to order the companies to reduce 
production. ''Norway has no plans to change its relations with the outside 
world in oil policy matters," the prime minister emphasized. 


Regarding the Sleipner talks, Willoch would not say anything other than that 
the process is still going on and that he hopes that the agreement will be 
approved by the British. "When an agreement is entered into between Statoil 
and the British National 0il Company (BNOC), it should be able to be expected 
that the agreement would be approved by the British authorities. I am dis- 
appointed that the talks have been drawn out in this way,'’ Prime Minister 
Willoch said. 


During the meeting with Statoil employees' representatives, the prime minister 
was able to promise that the government would continue to give Statoil inter- 
esting assignments and opportunities in the oil business. "We will continue 
to conduct an oil policy which derives full benefit from Statoil's resources 
and expertise, and by bringing in new assignments and opportunities, contri- 


bute to the company's being able to develop these further,'' Willoch said, and 
continued, "After the approved reorganization of Statoil, the government is 


also disposed in principle to follow up Statoil's desire to take part in 
exploration and production operations abroad." 
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ENERGY NORWAY 


IMPAC1 OF OPEC PRODUCTION CUTS FOR NORWEGIAN OIL WEIGHED 
Oslo AFTENPOSTEN in Norwegian 3 Nov 84 p 5 


[Article by Bjérn H. Tretvoll: "Facing Exciting Winter in Oil Market: Norway 
Gains When OPEC Cuts"] 


[Text] While the member countries of the Organization for Petroleum Exporting 
Countries (OPEC) decided to make production cuts which just over the course of 
November and December will reduce the 13 countries’ combined export revenues 
by over 20 billion kroner, the Norwegian mass media are reporting new pro- 
duction records at the Statfjord field and still several hundred million 
kroner of extra oil revenues for Norway in 1984. And if the OPEC countries 
succeed in pushing prices up again, Norway in 1985, too, will receive several 
billion kroner more than what the present prices would bring. 


The burdens the OPEC countries are taking upon themselves in the form of 
reduced production and lower export revenues are thereby producing quite di- 
rect positive results for Norway. At the same time, the current market situ- 
ation demonstrates how dependent Norwegian oil revenues are on the measures 
which OPEC puts into action, and on whether these measures are successful. 


The uncertainty is still great regarding whether the latest cut, which has 

the purpose of bringing OPEC's combined production down to 16 million barrels, 
will produce the result OPEC wants. All demand forecasts show that the 
demand for OPEC oil in the coming winter months will be considerably higher 
than the new production ceiling, probably 2.5 to 3 million barrels higher per 
day. 


Although some of this gap will be covered by drawing on the Western World's 
oil reserves, the difference between supply and demand can rapidly push 
prices on the so-called spot market up. The first market reactions to the 
OPEC resolution are a slight price increase. 


The decisive uncertainty factor in this calculation, however, is whether the 
OPEC countries this time will observe the quotas which have been set. Earlier, 
many of the many countries overstepped the quotas and thereby contributed to 
the oil surplus which pushed spot prices down. With a demand which is clearly 
higher than the production ceiling, the temptation will be great for many 

OPEC countries to procure a little extra export revenue by producing somewhat 
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more than the quotas permit. If there are many who give into this tempta- 
tion, it will have a negative effect on the course of prices. 


The sceptics point out, in fact, that already before the last cut the 

OPEC countries’ production was somewhat below the old production ceiling of 
17.5 million barrels. Spot prices were low all the same. The real production 
cut will therefore be less than 1.5 million barrels. If in addition there is 
a mild winter which makes demand lower than assumed, it can turn out that the 
reduction will not be sufficient to bring spot prices up to the same level as 
the official prices. 
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The curves show how prices on the so-called spot market 
for light types of oil from the North Sea have for most 
of the year been clearly lower than the official quota- 
tions. After Statoil's price cuts became known, spot 
prices dropped sharply, but have since climbed somewhat 
up again. (Source: PETROLEUM INTELLIGENCE WEEKLY). 


Kev: 


l. Dollars per barrel 3. Official price 
2. Crude oil on spot market 


The price differences between light and heavy types of oil represent another 
problem for OPEC. The official differences which are now in effect are not 
adapted to the prices which are appearing on the spot market. If it really is 
possible to create a shortage situation in the oil market, this will not play 
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so great a role. But if this shortage fails to materialize, it can become 
difticult to fit the market's demand for various types of oil into the 
production quotas set. 


But regardless of whether OPEC's strategy is successful in the next two to 
three months, the member countries and all other oil producers already by the 
spring can again come to a situation with heavy pressure on prices. Demand 
normally diminishes when winter is over. If reserves then continue to be 
considerable and OPEC's production is again up to 17.5 million barrels, it 
can once again prove to be difficult for OPEC to maintain its reference price 
of $29 per barrel. There will then be a danger of new price cuts because it 
will be very difficult for OPEC to keep its production as low as 16 million 
barrels for the longer term. 


Many of the OPEC countries are already in big economic difficulties and 
doubtlessly have a more acute need for increased oil revenues than Norway 
does. In this light it is not surprising that the OPEC countries are criti- 
cizing Norway and other producers outside of the organization for being "non- 
paying passengers" on a train for which OPEC alone is providing the pulling 
power, so to speak. 


Regardless of what explanations one has here at home for the price cuts which 
Statoil made, these are perceived within OPEC and in oil circles, for that 
matter, as the factor which alleviated the latest crisis in the international 
oil market. There are few who deny that other oil producers, too, both within 
and outside of OPEC, have given various types of discounts for a rather long 
time, but all the same it is Statoil which again holds the position in the 
international oil world as the companv which gave the market the extra push 
which resulted in prices dropping. There are actually not so many outside of 
OPEC who are criticizing what Statoil did, but there is an almost unanimous 
Opinion that the company did not handle the matter very wisely. 


The latest development in the oil market in which international attention has 
been focused on Norway's oil prices has, besides, clearly demonstrated that 
oil questions have become a central part of Norway's foreign policy, whether 
Norwegian authorities like it or not. 


[t is not sufficient just to assert that the eovernment and a totally state- 
owned company have nothing to do with one another. Although this division is 
clear here at home, it is an endless task before the rest of the world, and 
especially the OPEC countries, whose situations are completely different in 
this area, is gotten to accept the fact that it is not the government which 
decides oil prices. 


Although many certainly understand why Statoil in a pressured situation acted 
as the company did, there are many who are questioning the strategy which 

was followed, if it has put the company into a corner so that Statoil will be 
one of the weakest links in the chain when pressure is applied by customers. 
The market side of Norwegian oil operations has hitherto been paid little 
attention to, but the latest development has clearly demonstrated the reed for 
a thorough discussion of strategy in this area. 
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The OPEC countries also have some problems in understanding that the Norwegian 
authorities do not have any formal ability to regulate the quantity which is 
produced. Since Norwegian oil is among the most expensive to produce, it is 
claimed that Norway, more than most other oil countries, should have an in- 
terest in avoiding a price drop for oil. The country for this reason ought 
not to get itself into the situation that its actions contribute to bringing 
forth such a reduction. In this connection, possibly, lower production for 
shorter periods would have a certain effect, although the amounts which would 
be held back from the market, absolutely speaking, would be small, many within 
OPEC believe, who point toward the production cuts which Egypt and Mexico, 
which are not members of the organization, have now announced. 
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ENERGY NORWAY 


BRIEFS 


STRONG POWER CONSUMPTION INCREASE--Power consumption in Norway increased by 
7.7 percent in the first nine months of the year. This is explained first and 
foremost by the full utilization of capacities in power-intensive industries, 
Coordination Director Rolf Wiedswang of the Electric Power Station Coordina- 
tion General Assembly reported on Tuesday. Stores are now at the medium level. 
If Scandinavia's entire power system is utilized to the maximum, the demand 
for energy can be covered in 1990 even in an extreme year with a long dry 
period in the spring or summer. But the cost will be much higher. In such 

a situation Norway will have to import over 5 billion kroner worth of power. 
Possibilities for importing will diminish after 1990 and prices will increase. 
Therefore, it is necessary to ensure a greater supply of power in Norway after 
this time, Director Wiedswang said. [Text] [Oslo AFTENPOSTEN in Norwegian 

24 Oct 84 p 44] 8985 
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